General Business Conditions. 





HE political situation, as regards the 
submarine controversy and the rela- 
tions with Mexico, has verged upon 
the critical throughout the month, but 
aside from a slight disturbance 

among the speculative holders of stocks it has been 
without apparent influence upon business. Evi- 
dently nobody believes that any possible develop- 
ments in either quarter would adversely affect-the 
prevailing state of prosperity in the United States. 


Business the country over continues at the top 
notch rate, with conditions on the whole rather 
more normal and stable in appearance than a 
month ago. The railway congestion has been re- 
duced under the management of the committee 
of officials appointed for that puropse, and traffic 
is moving more smoothly but to the limit of the 
capacity of the roads. Complaints of car short- 
age are heard, particularly from the lumber in- 
dustry in the Southwest, but considering the tre- 
mendous amount of freight moving the situation 
is now very well in hand. Navigation has opened 
on the lakes with an immense tonnage in sight. 
The lake boats formerly operated by railway 
lines and which had to be sold in compliance with 
law, have either been sold for the coast trade or 
taken over by a new corporation organized at 
Buffalo for the purpose, and which will operate 
in connection with the railways. 

The volume of commodities moving from orig- 
inal sources into distribution is enormous and 
well balanced as between merchandise, miscel- 
laneous freight and farm products, although the 
end of the crop year is approaching, when the 
latter usually run low. The big crops of the last 
two years have filled the available storage, and 
created large reserves of all the grains. Wheat is 
the one farm product of importance that is sell- 
ing lower than last year, but in the spring wheat 
territory the yield was phenomenal and great 
prosperity prevails there. Hogs have been sell- 
ing since February in the middle west packing 
centers close to the $10 mark, which is an ex- 
ceedingly profitable price, and cattle and sheep 
are doing about as well. The shearing season is 
now under way in the western states, and wool is 
bringing the highest prices known since the 
paper ro period of the civil war. This pros- 
perity of the farmers is the solid basis which 
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gives confidence throughout the west. There is 
a large movement of migrating farmers into 
Minnesota and the states west of it this spring, 
for settlement upon new lands. 

The winter wheat crop is less promising than 
a year ago, except in the three states, Nebraska, 
Kansas and Oklahoma, where it looks very well. 
The season in the spring wheat territory is back- 
ward and it now seems improbable that the total 
wheat yield of the country this year will come up 
to either of the phenomenal crops of 1914 and 
1915. It may, however, be quite large enough, 
in view of the unusual stocks carried over. The 
highest price on the crop in the Chicago market 
was $1.38 per bushel, realized in January. Wheat 
is now higher in the United States than in Can- 
ada by just about the ten cent duty. 

The cotton outlook is for a moderate increase 
of acreage, with a use of fertilizers even below 
last year’s. The consumption of cotton by Amer- 
ican mills made a new high record in March at 
613,625 bales. Exports for eight months includ- 
ing March were 38 per cent. lower than on the 
previous crop, and cotton consumption has been 
reduced all over the world. The exports of 
cotton goods by Great Britain in 1915 were only 
about two-thirds those of 1913, the exports of 
Germany and Austria-Hungary were eliminated, 
those of France were about one-third normal and 
those of all other countries except the United 
States were below the 1913 figures. The exports 
of the United States rose from $54,000,000 to $92,- 
000,000, but this nowhere near made good the 
decline elsewhere. Unquestionably shelves are 
bare the world over, and a large demand for cot- 
ton should follow the end of hostilities. The 
price has held around 12 cents per pound. 

The demands upon manufacturers of all staple 
goods are sufficient to assure the full operation 
of the industries throughout this year, and a good 
start into 1917. Price advances, instead of deter- 
ring purchases, have prompted buyers to cover 
needs farther into the future. There are com- 
plaints from manufacturers who are unfavorably 
affected by the scarcity and high prices prevailing 
for materials, particularly steel, but the orders 
continue to gain upon production. A manufac- 
turer who must have steel to carry on his busi- 
ness simply cannot afford to run the risk of leav- 
ing his wants uncovered. 

The steel companies are disposed to hold down 
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prices on staple goods consumed in this country, 
and the curious result is seen of finished goods 
selling at lower prices per ton than the partially 
finished products from which they are made. 
Wire nails, for example, are cheaper than wire 
rods, and railway rails cheaper than steel billets 
or the steel bars used for shells. The manufac- 
ture of munitions has been developed in France 
and England to the point where it is said that 
these countries are quite independent of further 
contracts abroad for the finished goods, but they 
must have the steel. This is not entirely agree; 
able, for if they are to take our steel bars it would 
be better to have them employ our machine shops 
also. However, Mr. Schwab is authority for the 
statement, that less than 10% of our steel produc- 
tion is being exported at this time. The railways 
have been compelled by the heavy traffic to order 
equipment, notwithstanding the advance in prices, 
and they are buying liberally of rails. The Railway 
Age-Gazette compares the equipment orders for the 
first three months of 1916 and 1915 as follows: 
1916 1915 


1,137 181 
8,943 
696 


ECORI VOR v0 koa sins ce vben cw neers 
Freight Cars 
Passenger Cars 

These orders are from domestic companies and 
there is a good volume of foreign business. The 
price of steel rails which has been nominally 
$28.00 per ton, since about 1899 is about to be 
advanced. As a matter of fact, however, com- 
paratively few rails have been sold at $28. in the 
last five years. The specifications for rails have 
been changed materially, and although $28. has 
remained the base price, rails have been made to 
order and have cost considerably more. Twenty 
per cent. more labor is put into rails, and new 
elements have been introduced to toughen them. 

The ship-building industry continues to ex- 
pand, and at the present rate we will soon pass 
the world record for the amount of tonnage under 
construction in one country. Large sums of 
capital are being turned into the business, and on 
April 1st according to the Department of Com- 
merce 386 ships, with a gross tonnage of 1,067,- 
856 were building or ordered. This compares 
care 76 ships of 310,089 gross tons on July 1, 
1915. 

The textile mills are operating to capacity, and 
on a very satisfactory basis as to profits. Our im- 
portations of woolen goods in the seven months 
ending with January amounted to $8,839,465, against 
$22,115,451 in the same months of the preceding 
fiscal year. On the other hand, our exports of 
woolen goods in the same period increased from 
$4,756,670 to $12,612,865, and with an unprece- 
dented demand at home the woolen mills are full of 
business for six months to come. In recent months 
there has been an increasing expansion in the ex- 
ports of cotton goods, and these include all quali- 
ties. In the past our exports have been confined to 
the cheapest grades, but a promising trade is being 
opened up in higher grades. The best of it is that 
American manufacturers are showing more interest 
in the trade than ever before and are becoming con- 





vinced that they can hold a fair share of it even 
when the old competition is restored. The United 
States produces about two-thirds of the cotton of 
the world and consumes more of it than any other 
country, but it supplies only about five per cent. of 
the cotton goods exports of the world. In 1913, 
the last calendar year of undisturbed trade, the ex- 
ports of all cotton manufactures of the United 
States amounted to about $54,000,000, those of 
Great Britain to $618,000,000, of Germany $120,- 
000,000, France $79,000,000, Japan $58,000,000 and ~ 
Switzerland $50,000,000. 

The shoe industry is running to capacity and con- 
fronted with steadily rising prices for leather, and 
the tanners are full of business but paying the 
highest prices ever known for hides. So the in- 
creasing cost of shoes is traced back to the farmer, 
and to the fact that the cattle supply has not kept 
a with population or with the increasing uses for 
eather. 


The Labor Situation. 


The factor of chief concern in the business 
situation, both for the immediate future and for 
the period “after the war,” which is on our minds, 
is the labor question. A conciliatory disposition 
has been generally displayed, employers showing a 
willingness to share the present prosperity and the 
employes a readiness to adjust the differences and 
keep at work. The conferences in the coal industry 
have been of great importance on account of the 
large body of wage-earners involved, and for- 
tunately agreements for both bituminous and anthra- 
cite fields have now been reached. 

The most serious of the remaining controversies 
in its possibilities is the one between the railroad 
companies and the orders of railway trainmen. 
Since the demands of the latter have been formu- 
lated, the expression of public opinion against a 
strike has been so pronounced that it is assumed to 
carry considerable weight with the leaders who have 
the case in hand, and there have been expressions 
within the orders which indicate that extreme action 
will not be supported. The operation of the rail- 
ways, however, is a matter of such vital public im- 
portance that there will be uneasiness until the threat 
of a strike is withdrawn. 

Nothing could more clearly stamp the present 
industrial situation’ as extraordinary than the grant 
by the leading steel companies of a second ten per 
cent. wage advance since the beginning of this year. 
It is understood to have been given without any 
demands or representations by the employes, as an 
act of fair and intelligent business policy. There 
are naturally two views, within and without the in- 
dustry, as to the wisdom of the action. On the 
one hand it is held that present conditions in the 
industry are evidently temporary, that it is alto- 
gether improbable that an advance of twenty per 
cent. upon wages that were already the highest 
ever known in the industry, can be long maintained, 
and that it is walking deliberately into trouble to 
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make an advance which will have to be rescinded. 

On the other hand it is said that present earn- 
ings of the companies justify the raise, that labor 
is scarce, wages are rising in competitive industries, 
it is important to keep the full complement of men, 
and it will foster good feeling among the employes 
to act promptly as the situation warrants. As to 
the future, this view is that if conditions require 
a reduction, the men will be more inclined to ac- 
cept it if they are convinced that they have been 
fairly dealt with in times of prosperity. The 
copper mining industry has been operating for some 
years upon a sliding scale of wages. 

The record of the United States Steel Cor- 
poration’s payments to labor since April 1, 1905, is 
a remarkable one. Prior to January Ist, 1904, 
wages had been regulated largely by the subsidiary 
companies, and the changes were more or less un- 
even and irregular, but the movement was upward, 
and at the close of 1903 were at the highest average 
ever known in the industry. On January Ist, 1904, 
a general reduction of about 10 per cent. was made, 
on account of a depression then prevailing, and to 
correspond with a reduction that had been made 
by competing companies. On April Ist, 1905, this 
reduction was rescinded, restoring wages to the 
level of 1903, and since then wages have not been 
changed except to be moved upward. These ad- 
vances have been as follows: 

January 1, 1907 
“16, 1910 
February 1, 1913 


1, 1916 
May 1, 1916 


In each case the percentage of increase was 
applied upon the rates in effect at the time the in- 
crease was made, so that the total increase since 
January 1, 1907, has been more than 43% per 
cent. upon the wage rates of that date. 

The following table gives a summary of the in- 
formation relative to wages shown by the annual 
reports of the corporation: 


UNITED STATES STEEL CORPORATION 
WAGE PAYMENTS, 

Average Annual Wage per 

Rateper Wageon Annum 


Man per Basis of for Actual 
Day. 310 Days. Time. 


$2.327 
2,400 


Average 
Number 
Men. 
168,127 
167,709 
147,343 
180,158 
202,457 


e calculation covers wages and salaries 
of all employes and officers of the corporation, but, 
if the salaries of the administrative and selling 
force are eliminated the averages are changed but 
slightly. Thus, for 1915 with this elimination 
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made the average rate per diem would be, $2.92 
instead of $3.00. 

A general wage advance is taking place in the 
New England textile industries, the second one 
since January Ist last, the two aggregating 15 to 20 
per cent., and affecting upwards of 300,000 em- 
ployes. 


The Law of Progress. 


This wage movement is illustrating with strik- 
ing effectiveness the economic principle to which 
allusion was recently made in these columns, to 
wit, the principle that with capital increasing 
faster than population, which is normally true in all 
advanced countries, a rise of wages, or what 
amounts to the same thing, i. e., a larger distribution 
of products, is inevitable. As the proposition has 
met with dissent in some quarters, it is worth while 
to state it again, although it is so simple that 
elaboration is scarcely possible. 

The owners of capital naturally wish to employ 
it productively, and the only way this can be done 
is by entering the business field, and offering some 
kind of service to the public, either by developing 
natural resources, manufacturing for the market, 
or by conducting transportation, merchandising, 
banking, etc. If the capitalist chooses to be inactive 
himself, and invests his money in stocks and bonds, 
his capital is none the less employed. None of these 
activities can be carried on without employing 
labor, or carried on successfully unless they render 
actual service to the public. If, then, capital is in- 
creasing faster than population or the labor supply, 
there is an unavoidable competition between the 
owners of capital for labor; otherwise the owners 
of the new capital which is always coming on the 
market would have to allow it to remain idle, and 
the incentive to accumulate would disappear. The 
situation which exists in the labor market today is 
the result of the large accessions of capital during 
the past year, partly from Europe and partly from 
profits in the domestic trade, and the efforts of the 
owners to get all capital into employment. The 
conditions are exceptional and the effect is more 
evident than usual, but the principle is always the 
same. 

This competitive struggle for labor is modified 
in its direct action by the substitution of machinery 
for labor, but this has the effect of multiplying 
the supply of goods and reducing the price, so that 
the demand for goods and for labor to make them 
is as great as before. If production increases there 
must be either a rise of wages or a reduction of 
prices to enable the new supply to be taken off the 
market. It is manifestly impossible that the a- 
mount of horsepower used in the factories of the 
United States should increase 85 per cent., as it did 
between the census of 1899 and the census of 1909, 
unless there was a larger distribution of goods. 

A study of the workings of this natural law of 
distribution will show that there is not nearly so 
much inequality in the distribution of the benefits of 
progress as many people think. If they will follow 
the newly created wealth into use and to its actual 
service they will be better informed. 














An Illustration of Gains. 





The results of the electrification of a section of 
the Norfolk & Western Railway are summarized 
in a most interesting manner in the following ex- 
tract from a recent article in the New York Eve- 
ning Post: 

“Early in 1914 the average number of trains hauled by 
steam engines in both directions over the section now 
electrified was nine, each train weighing approximately 
2,900 tons. This is equivalent to 26,100 tons per twenty- 
four-hour day. Each train was hauled by from two to 
three Mallet compound locomotives equipped with modern 
superheaters and mechanical stokers. 

“At the present time under electric operation the average 
eastbound traffic alone is about 35,000 tons per day, with 
3,250 tons per train. This traffic is handled by nine electric 
locomotives, as only part of the twelve are in service at 
any one time. 

“Applying to and resulting directly from this electrified 
operation are numerous outstanding and important results. 
It has been abundantly demonstrated that the steam loco- 
motive crews can readily take over the operation of the 
electric engines, and they have learned, to their pleasure, 
the ease and comfort of their new work; the electric 
engine has not only established, if of proper design and 
character, its ability to parallel the necessary starting 
characteristics of the steam locomotive in heavy tonnage 
operations, but it has also demonstrated its reliability in 
the severest service in the winter months, as attested by 
records of nearly 45,000 engine-miles with no delay due to 
failure of engines in service; the electric engine-mileage 
per day has been increased 100 per cent. over steam, with 
its consequent greater crew-mileage; the nominal train ton- 
nages have been maintained regardless of weather condi- 
tions, and over certain sections these have been increased 
over former operation by approximately 50 per cent. 

“All train speeds on the grades have been increased— 
tonnage train speeds being increased more than 100 per 
cent. on the heavy des, and the average over the entire 
zone of the coal folds to Bluefield have been increased 
over 50 per cent.; congestion at the gathering points and 
at former coaling and watering stations and at the long 
tunnel has been eliminated, and what with more certain 
movement, longer time on the road between inspections, 
greater flexibility in dispatching, higher train speeds, 
greater train tonnages, etc., nine electric engines on the 
road are not only doing what before required twenty-two 
Mallets equipped with arches, superheaters, and stokers, 
but, in addition are doing an unknown quantity of switch- 
ing service and westbound freight traffic, are pushing an 
average of two passenger trains per day up the mountain, 
and are handling an increased tonnage traffic which it is 
estimated would require thirty-three Mallet locomotives. 

“It is results such as these just described, and other 
traffic conditions, that impelled the officials of the Norfolk 
& Western Railway Company, in their annual 1915 report, to 
conclude that electrified operation “indicates that the capac- 
ity of the line has been doubled, and that the operating cost 
per ton-mile will be materially reduced.” 


What would it be worth to the United States to 
have the railways generally hitched up to water 
power, the consumption of coal correspondingly re- 
duced and miners transferred to agriculture and 
other industries. 

These results are typical of progress in industry, 
and indicate the other side of what some people 
call the “social injustice” of the present division 
of wealth between capital and labor. The critics 
of the existing order take no account of the ulti- 
mate distribution which works out through the 
continual reinvestment of profits for the con- 
structive development of industry, although in fact 
no other distribution is so broadly effective. The 
benefits which result from improved methods of sup- 
plying our daily wants are delivered at every door. 


| It is pertinent to note in this connection that the 
officials of the railway orders, in presenting their 
claims for more pay, offer as one of the arguments 
that the services of the trainmen have become 
“more productive” than formerly, as evidenced by 
the increased tonnage per average train load. If 
this increase in the train load is due in any degree 
to the labors of the trainmen, the argument is good, 
but the idea that all the benefits of progress in a 
given industry belong to the persons connected with 


benefits from the progress that is going on in other 
lines of industry, and the workers in other lines 
should have benefits from improvements in trans- 
portation. An ideal division would give some part 


where they originate, and some part to the public, 
but whatever the inequalities of this first distribu- 
tion may be the secondary distribution goes far in 
correcting them. And yet a university professor 
can write a book upon “Income” without mentioning 
this secondary distribution. 

When capital accumulations are exceptionally 
large, the amount seeking reinvestment will be cor- 
respondingly large, the demand for labor will cor- 
respondingly increase, and the development of 
industry will be correspondingly rapid, so that all 
the agencies for further distribution are speeded up 
accordingly. In other words, ultimate distribution 
is not a matter left to chance, agitation or benevo- 
lence, but is determined by the natural laws which 
tend constantly to maintain an equilibrium in affairs. 

At this time the corporations which are making 
large profits are pursuing a very conservative 
course as to dividends. They are paying off in- 
debtedness, improving their facilities, laying by re- 
serves in interest-bearing securities and strengthen- 
ing their position in every possible way. This policy 
makes for greater efficiency and stability in the 
future, and will probably yield in the long run 
greater permanent results to the public, and to 
wage-earners and shareholders as well, than a 
larger distribution of wages or dividends at this 
time. 


Influence of the War on Capital Supply. 


It is a common saying that the war has upset all 
the theories of the economists and experts, by 
which is usually meant that although the use of 
credit has been carried far beyond any point here- 
tofore recognized as prudent, or even possible, the 
vast sums have been raised with seeming ease, 
without exhausting the money markets and with 
surprisingly small effects upon security prices or 
interest rates. The theory that war would make 
capital dear is said to have been signally disproved. 


Much of this comment comes from confusing 
capital with credit. Actual capital consists of con- 
crete things; it is in tangible property, to wit: 
lands, buildings, machinery, facilities, materials ; 
goods ready for consumption and the equipment 
and resources by which goods are produced or 
wants are supplied. Goods and materials have 
gone up in value, and so have machinery, ships, 
actories, mines, and other kinds of property which 
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produce commodities that are scarce or in larger 
demand. You cannot build a house, a railway, a 
ship, a dock, a dam, an automobile, or equip a fac- 
tory, or print a newspaper, or make a loaf of bread, 
as cheaply as you could before the war. These 
things have become dear and they typify the real 
capital of the world. 

On the other hand, credit is purchasing power, 
based at last upon these tangible resources, but is 
not to be confused with the real capital. The latter 
can only be increased by the laborious processes of 
production, but instruments of credit can be quickly 
supplied where the resources of a nation are or- 
ganized for the purpose as they have been in the 
countries at war. The charge for credit, or pur- 
chasing power, has not gone soaring like the charge 
for ocean transportation, because, within limits not 
yet reached, credit can be manufactured over night. 

Of course, the patriotism of the people, their de- 
sire to support their governments and willingness 
to put their resources, so far as they can be utilized, 
at the service of the governments, is a large factor 
in this use of credit. 

The great note-issuing banks upon the continent 
of Europe, which are controlled by the govern- 
ments, have been for years steadily building up their 
gold reserves, and they have been able to do so ever 
since the war began by appealing to their people to 
give up gold coin and receive notes in exchange. 
These great gold reserves have enabled the banks 
to largely increase their grants of credit which are 
made either by deposit entries or note issues. Be- 
sides the central banks there are the other banks 
with which the general public more largely does 
business. There is less information available about 
the unofficial institutions on the continent than 
about the joint stock banks of England, but the 
latter apparently have not increased their loans to 
the public above what they were before the war. 

The war business to an important extent has 
absorbed or taken the place of peace business, so 
that capital and credit formerly employed upon the 
latter is available for the former. It is officially 
stated that some 3,000 industrial establishments in 
Great Britain have been taken under government 
control for the making of war supplies. Germany’s 
steel production in 1915 was 13,187,616 metric tons, 
which compares with 18,187,616 in 1913. As the 
steel production in 1915 must have been largely for 
munitions, it is evident that the consumption of 
steel for ordinary purposes was largely reduced. 

We do not realize in time of peace how large a 
share of the work going on is for construction and 
betterments. The con when at peace was moving 
forward rapidly, adopting new ideas, discarding old 
equipment, pulling down, rebuilding and making 
over its plant. This work has been largely cur- 
tailed not only in the warring countries, but else- 
where, and war work, financed by the governments, 
has taken its place. 

The earnings of the people are larger than in 
times of peace. A larger proportion of the people 
are employed. The annual reports of the banking 
institutions of England, published since January 
Ist, show that a large proportion of their clerical 
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staff has joined the army, and that their places 
have been filled with women; doubtless this is true 
cf other business houses, and even in many of the 
industries women have taken the place of men. A 
recent official statement shows that 195,000 women 
are working in the munition factories. The 
banks, and probably other employers as well, keep 
their enlisted employes on the payroll and make up 
to them the difference between the army pay and 
their old pay; wages are generally higher, various 
bonuses and allowances are paid and profits are 
larger. The London Statist estimates that the 
yearly income of the British people, by which is 
meant the sum of individual incomes, is now at the 
rate of $15,000,000,000 per annum instead of $12,- 
000,000,000 as before the war. If everybody’s in- 
come and expenditures were raised uniformly the 
savings would be no greater, but this is never true, 
and although war expenditures are not reproduc- 
tive, much of the flow is caught up and used over 
and over, so that from the expenditure of every 
loan something is saved which comes back in the 
next one. 

An important resource for all the countries, but 
much greater in the case of Great Britain than the 
others, has been the holdings of American securi- 
ties. A recent number of the London Times con- 
tains a synopsis of an official report made to the 
stockholders of the Prudential Insurance Company 
of London at the annual meeting recently, which 
throws an interesting light on the process of con- 
verting these securities into war bonds. The Times 
says: 

SIX OMNIBUS LOADS OF BONDS 

Speaking at the annual meeting * emacminry of the Pru- 
dential Assurance Company (a full report of which will 
be found in our financial columns), Mr. Thomas C. Dewey, 
the chairman, said that they offered last summer, in con- 
nection with the American Exchange, to place all their 
American securities at the disposal of the Government, and 
the bonds, when sent to The Bank of England, made up 
six motor-omnibus loads. The company had detached the 
coupon sheets from the bonds in order to facilitate cash- 
ing, and the adhesive paper used to reaffix the coupons 
when the bonds were sent to The Bank of England mea- 
sured well over eight miles. More than 44,000 bonds,. of 
a nominal value of over £8,750,000 were dealt with by a 
staff of 100 within 48 hours. When all was finished The 
Bank of England found everything in order except that a 
single coupon of the value of only a few shillings had in 
some unexplained manner vanished. - Sir William Lan- 
caster, the deputy-chairman, added later that the bonds, 
guarded by a squad of soldiers, were taken to a particular 
ship, the destination of which was kept secret, and arrived 
safely in New York. 

The British fiscal year ends March 3lst, and on 
that date, a month ago, the total British debt as 
stated by the Chancellor of the Exchequer was 
£2,140,000,000, or about $10,720,000,000. He gives 
the pre-war debt as £651,000,000, or about $3,255,- 
000,000. The increase, therefore, has been about 
$7,465,000,000. How have these stupendous bor- 
rowings been placed? Sir George Paish has esti- 
mated that up to March 31st about $2,400,000,000 
of foreign securities, including short-time notes, 
had been sold. The London Bankers’ Magazine in 
its annual review of banking for 1915 gave the in- 


crease of British government securities in the banks 
of the United Kingdom during the year at $1,130,- 















000,000, and it may be that this. does not include 
Treasury bills. The sum of $250,000,000 has been 
publicly borrowed in the United States, being one- 
half of the 500 million Anglo-French loan. 

These sums bring the amount otherwise to be pro- 
vided down to about $3,650,000,000. There were 
some subscriptions from the colonies and other 
countries, but these have been more than offset by 
colonial and allied loans on the London market. The 
remainder would have to be made up from current 
income and by shifting capital that had been em- 
ployed in industry and trade but has been released 
by the government’s huge disbursements. The 
economies that are undoubtedly practiced by a part 
of the population have been of help to this end, 
and it was estimated before the war that the 
current savings of the British people were approxi- 
mately $2,000,000,000 per year. These figures 
indicate that there would be ample funds in the 
United Kingdom to cover the loans raised in twenty 
months. 

Besides these loans there have been new taxes 
amounting probably to $800,000,000. There were 
also subscripticns in important amounts to French 
and Russian loans, and some domestic and colonial 
flotations that were approved by the Treasury. 
These, however, were not enough to alter the con- 
clusion that the amount of capital required would be 
covered about as indicated above. 

Offerings of new securities for other than gov- 
ernmental purposes have been practically suspended 
everywhere but in the United States, and here they 
have been restricted mainly to refunding opera- 
tions. When under these conditions governments 
are paying five and six per cent. for money, it will 
not do to say that interest rates have not risen. 
Short rates, of course, are low because the pro- 
fusion of new credit has filled the banks with funds 
which they cannot employ in long-time securities, 
but are anxious to have earn something from day 
to day. 


Influence in the United States. 


In the United States the bond market is slightly 
higher than in the early months of 1915, but not 
quite up to the level of December, 1913. This 
however, does not signify that the market has not 
been influenced by the outpouring of government 
securities in Europe. The government issues 
abroad have had the anticipated effect of driving 
home United States securities, and this has been a 
depressing influence upon prices here. That they 
have not declined since the war began is due 
to the fact that an important decline had 
already occurred, that comparatively few new 
securities have been issued in this market, and 
that our huge trade balance and domestic 
prosperity have been powerful supporting in- 
fluences. With all other conditions the same and 
no offerings from Europe, this market would have 
advanced rapidly. The two elements of uncertainty 
which have been cleared up during the past year 
have been the degree of rapidity at which foreign 
holders would wish to sell our securities, and the 
degree of rapidity with which we would recover 








prosperity in the United States. These were specu- 
lative questions in the first months of 1915, and 
both have been agreeably answered. Since the first 
alarm was sounded we have been protected from 
the full influence of the foreign issues by the re- 
luctance abroad to part with our securities. 
Although the various classes of investments are 
more or less influenced by each other, each has its 
own patrons who would rather accept lower rates 
than place their money in unfamiliar fields. This 


is illustrated now by declining rates on farm mort-. 


gages. Land sales have declined, due probably to 
a feelimg among farmers, as among others, of con- 
servatism toward new undertakings, and as farm 
mortgages are usually incidental to changes of 
ownership, the supply of mortgages has fallen off. 


Rise of Silver. 


Silver is quoted in New York at this writing at 
73, the highest price reached since the Indian 
mints were closed to free coinage in 1893, if a few 
months in 1906 be excepted. At the outbreak of the 
war it was worth about 55 cents, but under a de- 
cline in the commercial demand and falling off of 
exports to Asia it went down to about 47 cents in 
the early part of 1915. The gathering of gold coin 
from circulation into the issue banks of Europe cre- 
ated a demand for silver coin to take its place in 
common use, and the payments to the soldiers and 
increased amounts of change required to pay the 
workers in the munitions factories have been fac- 
tors. Great Britain coined 28,000,000 ounces of 
silver in 1915, which is five or six times the normal 
amount. France, Italy, Holland and other countries 
have purchases unusual amounts. The revival of 
trade in the United States created a new demand 
for change in this country, and the mints resumed 
purchases in September last, since when about 
5,000,000 ounces have been acquired. The price 
rose gradually to about 60 cents, but has made the 
remainder of the rise in the last ten days, probably 
as the result of governmental buying in London on 
a bare market. The movement to Asia is still very 
light and under the circumstances the advance can- 
not be regarded with confidence. It seems to be 
dependent upon the continuance of government pur- 
chases, and as these are for subsidiary coins only 
the amount that can be absorbed is limited. 

The “Australian Argus” of recent date has the 
following paragraph on the subject: 

The Federal Treasury is about to embark on the minting 
of its own silver coins. The departure was made neces- 
sary by the world-wide shortage of silver. This, in turn, 
is attributed to several causes, the chief of which is the 
tremendous increase in circulation, and, therefore, in de- 
mand, which was brought about by the activity displayed 
in war industries. Recently the Commonwealth Govern- 
ment, finding the supply of silver in Australia insufficient 
to meet the demand, applied to Great Britain for 
£100,000 worth. But Great Britain had not enough for 
her own needs, and was unable to grant Australia’s re- 
quest. The coins could not be made either at the Royal 
Mint or at Birmingham. The Commonwealth Treasury 
then asked the Imperial authorities if they would send out 
the dies, and so enable Australia to mint her own silver 
coins of the various denominations. This request was 
agreed to, and the dies are now on the water. The per- 
manent head of the Treasury (Mr. Allen) expects to be 
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able to go straight ahead with the minting of approximately 
£500,000 worth of silver coins. 


Monetary Conditions. 


The money market continues in a rut and bankers 
have given over the expectation of any material 
change before the fall season comes. Apparently 
the interior is supplied with all the cash it will need 
until then and the disbursements on foreign account 
together with the unusual profits that have been 
realized seem to have enabled the industries 
to finance themselves without the borrowing that 
would be naturally expected in a time of such ac- 
tivity. 

Stock and Bond Market for April. 

The general tendency of bond prices during the 
month has been slightly downward. This tendency 
has been more noticeable in railroad bonds than in 
public utility and industrial issues. The average 
price of forty active listed bonds, as compiled by 
the Wall Street Journal, declined from 94.51 March 
26 to 93.97 April 26. The decline in ten “legal” rail- 
road issues was .70, while ten industrials declined 
.22, and ten public utilities .12. The'decline in rail- 
road bonds is not the result of any impairment to 
the railroad situation, as earnings still continue sat- 
isfactory and show an improvement over last year. 
Daily transactions on the Stock Exchange have 
been in fairly large volume, averaging $3,350,000 
to the close of business April 26, compared with 
$3,023,000 in March and $3,818,000 in February. 
Total sales for the month should amount to about 











$80,000,000, which compares with $110,000,000 in 
April, 1915. Increased activity in the bond market 
began around April 1, 1915, after the extended 
period of dullness. Anglo-French 5s and the three 
Canadian Government bonds continue the most ac- 
tive issues on the Exchange. Erie Railroad New 
Convertible 4s and International Mercantile Marine 
4's are also active. 

The most important bond item during the month 
of April was the sale of $55,000,000 Corporate 
Stock by the City of New York. The long term 
$40,000,000 stock, due April 1, 1966, was sold at an 
average price of 102.618, a basis of 4.13%. The 
$15,000,000 serial stock, due from April 1, 1917, to 
April 1, 1931, was sold at an average price of 
101.432, a basis of about 4.03%. These prices re- 
flect the continued demand for high grade munici- 
pals that are free of the Federal Income Tax. At 
the last previous sale by the City, which occurred 
in 1915, $46,000,000 long term stock sold on a basis 
of 4.43%, and $25,000,000 serial stock on a basis 
of 4.297%. 

The remaining $20,000,000 Armour & Co. Real 
Estate First Mortgage 432% bonds, out of an au- 
thorized issue of $50,000,000, have been sold by 
the company, and are now being offered to the 
public at 9334. These bonds have long been a 
favorite industrial issue with investors, as they 
have a good market on the Exchange, and are ex- 
tremely well secured by property and earnings. 

Provision was made,for the payment of $27,- 
000,000 New York, New Haven & Hartford Rail- 








STATEMENT OF RESOURCES AND LIABILITIES OF EACH OF THE TWELVE FEDERAL 
RESERVE BANKS AT THE CLOSE OF BUSINESS APRIL 28, 1916. 
(In Thousands of Dollars) 








RESOURCES 


Gold coin and certif’s. Set- 
tlementfund. Cr. Balances! 6.123 | 140.410 9,416 | 11.807 | 4.865 


| Boston| N.Y. | Phila. | Clev’d| Rich’d |Atlanta|} Chicago | St. Louis|M’np!’s; Kas.City | Dallas|S.Fr’sco| Total 


6,081 | 33,545 4,686 3.632 4,307 3,836 5,596 | 234.304 
3,079 7.064 5,075 4.612 4,338 8,610 1,093 











Gold Settlement Fund..... 9,774 | 9,689 | 5,652 | 7,716 23 "3 721 75,421 
Gold Redemption Fund . 5 | 250 50 337 200 11 30 1 238 10 1,457 
Total gold reserves..| 15,902 = 150,349 | 15,118 | 19,546 | 13. = 9,497 | 40,800 | 9,772 | 8,.274/ 8,714 | 12,682 | 6,699 | $11,182 
Mertifs and Sub. coin... 4.509 | 1.862 | 950 _123| ai | __—1,921 $70 517 151 811 18_|_ 12.011 
Total Reserves...... 15.958 | 154,858 | 16.980 | 20.505 | 13.946 | 9.708 | 42.790 | 10,642 | 8,701 | __8,865_| 13,498 | 6,717_| 323,198 





Bills discounted, Members 331 | 4i1 581 | 92 | 6.309 
0.904 480 





asec! 174 | Sa | o56| 1.667 | aos] 4st | 2144s 
Bill Lowhthvonen market! 10.904 | 17.747 |_ 7.057 |_ 1.924 752 | 3153 | 1.927 | 1.138 | ‘986 2.117 _|_ 47,585 
eed oo a 11,235 | 18158 | 7.638 2.186 | 6,789| 4336) 4.897 | 1,868 | 1,794 | 2.653 | 4.931 | 2.548 | 69,083:c) 





Investment U. S. Bonds... = | 2.550 | 3,538) 4,600 | 1,295 


2,033 8,423 7 2.273 8.736 2,841 3,516 | 45.841 























1 ‘s : 1.582 462 456 350 410 3.840 
at pot PLL maha tee | 15403 | 3.319 | 4.977 80 6| 4528 | 1,987 | 1.619| 1,010 2.218 | 36.983 
Federal Reserve Notes, net| 934 9,630 153 426 1,186 | 1,685 1,001 1,429 5,210 | 21,604 
1 ¢eamoebteptceeany MT, 191 | 935| 2,892] 234) 1,484 | 2,706 | 2.297] 1,410 3,555 | 14.658(b) 
All other resources........ 62 299 103 $24; 78 | __— 843 551 294 | (136 694 873 276 4.533 
TOTAL RESOURCES..... 35,859 | 202,520 | $2,384 | 33.853 | 25.516 | 18,346 | 64,248 21,087 | 18,689 | 23,778 | 22,1388 | 24,040 | 519,635 

LIABILITIES 

PPO 4950| 11299 | 5.216] 5,948| 3,346| 2.408| 667 | 2,788 | 2571] 3,002 | 2,600| 3,926 | 54,703 
Gootial Pate ate eas: 2.072 8.186 2,815 733 6,424 7,054 1,493 2,630 434 1,286 5.769 1,764 40,660 
Reserve Deposits. net..... 28,823 | 180,448 24,353 |} 27,172 | 11,545 8,773 56,085 15,669 15,684 16,733 9.857 17,869 | 413,011 
Federal Reserve Notes-net 4,156 1,088 | 3,607 8,851 (a) 
Federal Reserve Bank 
pnotes in ciregiotion. -- 1,669 1,669 

ao, feat 2,587 236 

All other Liabilities.....7. 14 45 111 481 651 























TOTAL LIABILITIES . 35,859 | 202,520 | 32,9841 $3,853 | 25.516 























18,346 | 64,248 21,087 | 18,689 ' 23,778 | 22,188 ' 24,040 | 519,695 





(a) Total Reserve notes in circulation, 1! 


63,094. 
(b) os deduction of items in transit between Federal Reserve Banks, 14,658, the Geta Reserve against Net deposit and note Liabilities 


5% and the cash reserve is 72.2%. 


liabtiitics on Federal Reserve Notes in circulation, 72 8%. 
(ec) — of bills discounted and loans: within 10 days, 9,158; to 30 days, 15,291; to 60 days, 27,688; other maturities, 16,901; Total: 


Cash ae ont against net deposit liabilities after setting aside 40% Gold Reserve against net 
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road 5% notes, which mature May Ist, by the sale 
to a syndicate of New York and Boston bankers, 
of $25,000,000 l-year 414% notes. The balance 
required to pay off the notes will be provided for 
out of earnings. The ability of the New Haven 
to accomplish its financing by the sale of 444% 
notes reflects the progress made in the rehabilita- 
tion of the company’s credit. The notes are se- 
cured by valuable collateral that is important to the 
New Haven System. 


Other large offerings during the month include | 


$15,000,000 Sulzberger & Sons Co. First Mortgage 
6s, $14,000,000 Empire Gas & Fuel Co. 6s, and 
$18,000,000 Northern State Power Co. First and 
Refunding Mortgage 5s. 

Stock prices declined sharply in the latter part of 


the month. The break was more pronounced in in-| 


dustrials than in the railroads. The average price 
of twenty railroad stocks fell to 99.11 on April 22, 


discounts as there is at the present time, there is 
nothing to be gained by issuing the new form of 
notes, and the policy of issuing them is open to 
question. Furthermore, by converting the twos into 
three per cent. notes and bonds a start is made 
toward their final elimination. Presumably the 
Treasury will take up the three per cent. notes as 
soon as it has the funds to spare, and the three per 
cent. bonds can be sold in moderate amounts to the 
| public. 

It is evident that the two per cent. bonds pur- 
chased by the Reserve banks practically all came 
from the national banks, and had been in use as the 
basis of circulation. The full amount of national 
bank circulation which may be retired in one month 
‘under the law is $9,000,000, and applications to 
cover this amount in April were filed on the first 
day of the month. The full amount was also 
covered in March and February. 

The circulation of all national banks on March 





compared with 103.73 March 15, and 12 industrials | 
to 109.92 compared with 125.29. These declines |7th, as reported by themselves under the call of 
were largely the result of pending negotiations with 'March 7, was $695,000,000, which was $17,000,000 


foreign governments. 


Federal Reserve Bank Notes. 


Mention was made in this publication last month 
of criticism directed at certain of the Federal Re- 
serve banks for exercising their right under the 
Federal Reserve Act to issue currency upon hold- 
ings of two per cent. government bonds. These 
issues are upon precisely the same terms as the 
issues of national banks, but the action has been 
vigorously criticised as tending to inflation, the 
country already having a plethora of money. 

The policy is defended by an able official of one 
of the Reserve banks on the ground that to buy 
twos and not use the circulation privilege, or to 
convert the twos into threes and retain the latter, 
has the effect of invading the bank’s rediscount 
capacity, which is an unwise thing to do. He also 
suggests that it is good policy to familiarize the 
public with this new form of currency in normal 
times, when no disturbing question will be raised 





about them. He is of the opinion that the Reserve | } 
banks should only purchase twos to the extent they | p 


are required under the law to do so. 


The carrying of bonds without circulation issues 
unquestionably impairs to that extent the capacity 
of a Reserve bank to take rediscounts. Moreover, 
issues of these bank notes may be used to acquire 
gold, which clearly would not weaken the bank or 
promote inflation. However, it seems that with 
so little demand upon the Reserve banks for ‘re- 


‘lower than on December 31, 1915. These are net 
‘figures, after deducting the amount of lawful 
‘money paid into the Treasury for the retirement of 
‘circulation. The public debt statement for April 
lst showed that the Treasury had assumed the re- 
demption of $46,532,583 of outstanding bank notes. 


Discount Rates. 

Discount rates of each Federal Reserve Bank 
in effect April 29, 1916. 
MATURITIES 
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days, 
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A Rate for commodity paper maturing within 90 days. 

B Rate for bills of exchange in open market operations; Atlanta 3% 
—5\; paper bought, Dallas 3— 5. 

C Rate for trade acceptances bought in open market, without mem- 
ber bank indorsement. 

D Arate of 2to4 per cent for bills with or without member bank 
indorsement was authorized on Dec. 21, 1915. 

E Rate for commodity paper maturing within 30 days, 3% per cent; 
over 30 to 60 days, 4 per cent; over 60 to 90 days, 4% per cent; over 90 
days, 5 per cent. 


THE NATIONAL CITY BANK OF NEW YORK. 











